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SUMMARY   OF   RECOMMENDATIONS 

This   listing   serves  as   a   means  of  summarizing   the   recommendations 
contained   in  the   report  and  the  audited  agency's   response. 
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Recommendation  #1 
The  department: 

A.  Establish  ancillary  service  fees 
based  on  the  budgeted  cost  of 
services  as   required   by  state  law. 

Agency   Response:      Concur.      See  page  35. 

B.  Establish   procedures  to  ensure 
appropriate  personnel   are  aware 
of  Medicaid   rate  changes. 

Agency   Response:      Concur.      See  page  35. 

C.  Maintain  adequate  support  documen- 
tation  for  the  service  fees  it 
charges. 

Agency   Response:      Concur.      See  page  35. 

Recommendation   #2 

The  department  request  Medicaid   reim- 
bursement for  all  eligible   residents  at 
the  Montana  Veterans'   Home  in  accordance 
with  state  law. 

Agency   Response:      Concur.      See  page  35. 

Recommendation  #3 

The  department  establish  enhanced   security 
over  its  confidential   data  files. 

Agency   Response:      Concur.      See  page  35. 

Recommendation  #U 

The  department  maintain  accounting   records 
that  demonstrate  all   federal   funds  were 
spent  in  accordance  with  federal   regulations. 

Agency  Response:     Concur.     See  page  36. 
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SUMMARY  OF   RECOMMENDATIONS   (Continued) 

Page 

Recommendation  #5 

The  department  properly   record   federal 

grant   revenues  in  accordance  with  state 

accounting   policy.  10 

Agency   Response:      Concur.      See  page  36. 

Recommendation  #6 

The  department  properly   record  accounts 

receivable   in  accordance  with  state 

accounting   policy.  10 

Agency   Response:      Concur.      See  page  36. 

Recommendation   #7 

The  Department  of  Institutions  ensure  that 

its  management  information   needs  are  met 

while  maintaining   the  integrity  of  individ- 

ualinstitution's  financial   records.  11 

Agency   Response:      Concur.      See  page  36. 

Recommendation   #8 
The  department: 

A.  Record  the  financial  activity   for 
donations   in  the  Special   Revenue 
Fund  as   required   by  state  accounting 

policy.  13 

Agency   Response:      Concur.      See  page  37. 

B.  Consider  whether  the  financial  activity 
for  its  Medicaid  contract  should  be 

recorded   in   the  Special   Revenue  Fund.  13 

Agency   Response:      Do  not  concur.      See  page  37. 


GENERAL 

We  performed  a  financial-compliance  audit  of  the  Department 
of  Institutions  Central  Office,  for  the  two  fiscal  years  ending 
June  30,  1984.  The  objectives  of  our  audit  were  to:  1)  determine 
if  the  department's  financial  schedules  fairly  present  its  opera- 
tions, in  accordance  with  state  accounting  policy,  for  the  two 
fiscal  years  ending  June  30,  1984;  2)  determine  if  the  department 
complied  with  applicable  state  and  federal  laws  and  regulations; 
and  3)  make  recommendations  for  the  improvement  of  management 
information  and   internal   controls. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  the 
cost  of  implementing  the  recommendations  made  in  the  report. 
Each  report  section  discloses  the  cost,  if  significant,  of  implement- 
ing the   recommendation. 

We  thank  the  Director  of  the  Department  and  his  staff  for 
their  cooperation  and  assistance  during  our  audit. 

BACKGROUND 

The  Department  of  Institutions  Central  Office  oversees  the 
operations  of  Montana  State  Hospital,  Montana  Veterans'  Home, 
Montana  State  Prison,  Mountain  View  School,  Pine  Hills  School, 
Boulder  River  School  and  Hospital,  Montana  Center  for  the  Aged, 
Swan  River  Youth  Forest  Camp,  Eastmont  Human  Services  Center, 
and  the  Women's  Correctional  Center.  The  department's  Central 
Office  will  also  oversee  the  operation  of  the  Montana  Youth  Treat- 
ment Center  when  it  is  ready  for  occupancy.  Construction  on  the 
center  is  expected  to  be  completed  by  February  1985.  The  office 
also  coordinates  alcohol,  drug,  and  mental  health  treatment  through 
local   treatment  centers. 

REIMBURSEMENTS 

Background 

State  law  requires  the  Department  of  Institutions  to  collect 
and  process  per  diem  and  ancillary  payments  for  the  care  of 
residents   in   the  following   institutions: 
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1.  Montana  State  Hospital; 

2.  Boulder   River  School   and   Hospital; 

3.  Montana  Veterans'   Home; 

4.  Montana  Center  for  the  Aged;   and 

5.  Eastmont  Human   Services  Center. 

During  fiscal  year  1983-84,  the  department  collected  approxi- 
mately $10.6  million  for  services  rendered  to  more  than  1,200 
residents. 

Reimbursement  Accounting 

The  individual  institutions  record  ancillary  services  provided 
to  residents  and  their  level  of  care  on  various  forms.  The  insti- 
tutions send  these  forms  to  the  Central  Office  in  Helena,  where 
personnel  enter  the  information  into  the  Automated  Billing  and 
Accounts  Receivable  System  (ABARS).  Once  a  month  ABARS  sorts 
the  services  by  resident,  matches  each  service  to  the  established 
rate  per  unit  for  the  service,  computes  the  price  of  each  service, 
and  prints  an  itemized  monthly  statement  of  charges  for  each 
resident. 

Department  employees  manually  review  each  monthly  statement 
and  determine  which  responsible  party  to  bill  for  which  services, 
based  on  available  third-party  resources  (e.g.,  Medicaid,  Medicare, 
and  insurance  coverage)  and  the  resident's  or  financially  respon- 
sible person's  ability  to  pay.  After  this  review,  billings  are 
prepared  (some  manually  and  some  automatically)  for  each  resident 
and  sent  to  responsible  parties.  The  amount  and  date  of  each 
service  provided  and  billed  is  posted  to  the  department's  ledger 
system. 

The  department's  ledger  system  tracks  who  was  billed  for 
services  and  records  when  payments  were  received.  Thus,  the 
system  provides  account  receivable  information  by  resident  and 
responsible  party.  The  department  maintains  four  ledger  types; 
one  for  each  of  the  following  responsible  parties:  Medicare, 
private  insurance,  resident  or  financially  responsible  person,  and 
Medicaid.  When  a  responsible  party  denies  payment,  department 
employees    remove    the    unpaid    services    from    that    party's    ledger. 


and  they  enter  the  information  on  the  next  ledger  in  priority  until 
all  eligible  sources  are  billed. 

Due  to  the  volume  of  data  these  procedures  are  awkward  and 
time  consuming.  Also,  the  department  does  not  have  adequate 
controls  to  ensure  all  patient  service  data  are  submitted  by  the 
various  institutions,  and  to  ensure  all  data  submitted  by  the 
various  institutions  are  input  to  the  ABARS  system.  In  addition, 
patient  service  information  requires  manual  adjudication  before 
eligible  sources  can   be  billed. 

The  department  has  converted  most  of  its  manual  ledgers  to  a 
computerized  system  that  uses  ABARS  computer  files  as  source 
information.  Department  officials  expect  the  remaining  Medicare 
and  resident  manual  ledgers  to  be  computerized  by  July  1986.  In 
addition,  they  indicated  the  department  is  planning  to  purchase  an 
IBM  System  38  computer.  They  indicate  the  new  computer  will  be 
integrated  with  ABARS  to  improve  its  capability. 

Ancillary  Service   Fees 

Sections  53-1-401(4)  and  53-1-405,  MCA,  require  the  depart- 
ment to  establish  ancillary  service  fees  based  upon  the  budgeted 
cost  of  services.  Department  officials  indicate  that  because  suffi- 
cient budgeted  cost  data  is  not  available  on  SBAS  they  establish 
service  fees  based  upon  the  maximum  amount  Medicaid  will  pay  for 
the  services,  rather  than  the  budgeted  cost  as  required  by  law. 
For  those  services  for  which  Medicaid  has  not  established  an 
allowable  rate  the  department  sets  the  fee  based  on  fees  charged 
by  nonprofit  organizations   for  similar  services. 

During  fiscal  year  1982-83  and  the  first  three  months  of  fiscal 
year  1983-84,  the  department  set  ancillary  service  fees  at  the 
maximum  allowable  fiscal  year  1981-82  Medicaid  level.  However,  in 
July  1982,  Medicaid  increased  its  maximum  allowable  rate  by  ten 
percent.  Department  officials  were  unaware  of  the  rate  change 
and  did  not  increase  its  fees  until  September  1983.  A  department 
official  estimated  that  the  state  lost  approximately  $39,000  in 
reimbursement  revenue  because  the  department  did  not  increase  its 
fees   in  July   1982   to  coincide  with   the  Medicaid   rate  increase.      This 


situation  also  occurred  in  fiscal  year  1980-81  and  was  reported  to 
the  department  in  a  prior  audit  report.  At  that  time  we  estimated 
the  state  lost  $7,000  because  the  department  did  not  increase  its 
Medicaid  fees   in  a  timely  manner. 

For  those  services  for  which  Medicaid  has  not  established  an 
allowable  fee  amount,  we  found  the  fees  charged  by  the  department 
were  lower  than  the  fees  charged  by  nonprofit  organizations  for 
similar  services.  For  example,  a  speech  therapy  service  provided 
by  a  state  institution  was  billed  at  $7.50.  This  was  $15  to  $28 
less  per  treatment  than  the  rates  used  by  two  other  nonprofit 
organizations  which  we  contacted.  Because  the  department  does 
not  always  document  the  particular  nonprofit  organizations  they 
contacted  in  establishing  fees,  we  could  not  determine  whether  the 
department  updates  these  fees  on  a  timely  basis.  The  department 
should  maintain  adequate  support  documentation  for  all  service 
fees.      This  was   recommended   in  a   prior  audit  of  the  department. 

It  was  not  practical  for  us  to  calculate  the  amount  of  revenue 
the  state  lost  because  the  department  has  not  accumulated  service 
costs  based  on  historical  experience.  We  have  noted,  based  on 
past  experience  from  auditing  state  institutions,  that  the  cost  of 
ancillary  service  provided  to  residents  is  frequently  higher  than 
the  amounts  being  billed  to  Medicaid  and  private  insurance  com- 
panies. If  the  department  established  fees  based  on  the  budgeted 
cost  of  services,  as  required  by  law,  it  would  maximize  reimburse- 
ment revenue. 

Department  officials  indicate  that  they  are  studying  the 
ABARS  system  to  determine  whether  it  can  be  used  to  provide  the 
cost  information  necessary  to  establish  a  budgeted  cost.  Until  the 
department  can  establish  service  fees  based  on  cost,  it  should 
maintain  adequate  support  documentation  for  the  service  fees  it 
charges. 


RECOMMENDATION   #1 

WE   RECOMMEND   THE   DEPARTMENT: 

A.  ESTABLISH  ANCILLARY  SERVICE  FEES  BASED  ON  THE 
BUDGETED  COST  OF  SERVICES  AS  REQUIRED  BY 
STATE   LAW. 

B.  ESTABLISH  PROCEDURES  TO  ENSURE  APPROPRIATE 
PERSONNEL  ARE  AWARE  OF  MEDICAID    RATE   CHANGES. 

C.  MAINTAIN  ADEQUATE  SUPPORT  DOCUMENTATION  FOR 
THE   SERVICE   FEES    IT   CHARGES. 


Unbilled  Montana  Veterans'   Home  Charges 

During  fiscal  years  1982-83  and  1983-84,  the  department  did 
not  bill  Medicaid  for  services  provided  to  eligible  residents  of  the 
Montana  Veterans'  Home.  State  law  requires  the  department  to 
charge  responsible  third-parties  for  services  provided  to  residents 
of  all  state  institutions. 

The  department  estimated  revenue  losses  for  two  different 
months,  based  on  the  eligible  resident  population  at  the  Veterans' 
Home  and  Medicaid  regulations.  It  determined  the  Veterans'  Home 
lost  $6,025  in  reimbursement  revenue  during  December  1981  and 
$1,379  in  June  1984.  The  difference  between  the  estimates  was 
due  to  changes  in  Medicaid  regulations  (primarily  a  decrease  in  the 
allowable  Medicaid  rates);  and  the  number  of  eligible  residents 
(thirteen  in  December  1981  and  six  in  June  1984).  The  estimates 
indicate  more  Medicaid  revenue  could  have  been  collected  if  the 
department  had  billed  Medicaid  for  all  eligible  Veterans'  Home 
charges. 

A  department  official  indicated  that  the  state  would  not  have 
received  the  full  amount  lost  because  the  Medicaid  reimbursement  is 
made  up  of  39  percent  matching  (General  Fund)  moneys.  The 
federal  government  would  have  contributed  61  percent  of  the 
Medicaid   reimbursements. 


RECOMMENDATION   #2 

WE      RECOMMEND      THE      DEPARTMENT      REQUEST      MEDICAID 

REIMBURSEMENT     FOR     ALL     ELIGIBLE     RESIDENTS     AT     THE 

MONTANA    VETERANS'    HOME    IN    ACCORDANCE    WITH    STATE 

LAW. 


EDP   FILE  SECURITY 

The  department  can  enhance  security  over  patient  medical  and 
other  confidential  files  by  requesting  that  Information  Services 
Division  (ISD)  of  the  Department  of  Administration  initiate  ACF-2 
"cancel  mode."  ACF-2  is  a  computer  file  security  system,  pur- 
chased by  ISD  in  September  1982,  which  enables  each  agency  to 
provide  security  over  its  computer  files.  Each  agency  is  responsi- 
ble for  establishing   internal   rules  to  use  the  system. 

The  department  is  currently  operating  under  ACF-2  log  mode. 
ACF-2  log  mode  does  not  prevent  access  to  data  files  by  unautho- 
rized persons.  This  mode  simply  logs  all  unauthorized  attempts  to 
access  secured  files  whether  successful  or  not.  Under  log  mode 
department  management  will  receive  a  report  of  all  unauthorized 
attempts  to  access  the  system. 

By  changing  to  ACF-2  cancel  mode  the  department  will  en- 
hance security  because  the  computer  will  not  allow  individuals  to 
access  the  data  files  without  proper  identification.  When  an  unau- 
thorized individual  attempts  to  gain  access  to  data  files  protected 
under  ACF-2  cancel  mode,  the  computer  will  automatically  cancel 
his  request  for  access.  ACF-2  cancel  mode  decreases  the  risk  of 
unauthorized  access  to  confidential   files. 

RECOMMENDATION   #3 

WE     RECOMMEND    THE    DEPARTMENT     ESTABLISH     ENHANCED 

SECURITY   OVER    ITS   CONFIDENTIAL   DATA   FILES. 


FEDERAL  GRANTS 

The  Department  of  Institutions  Central  Office  receives  a 
portion  of  its  funding  from  federal  sources.  The  Office  of  Man- 
agement and  Budget  (OMB)  "Circular  A-102,  Attachment  P," 
establishes  audit  requirements  for  state  and  local  governments 
receiving  federal  assistance.  Attachment  P  provides  for  indepen- 
dent audits  of  financial  operations,  including  compliance  with 
certain  federal  laws  and  regulations.  We  performed  our  audit  of 
the  department  in  accordance  with  the  requirements  of  OMB  "Circu- 
lar A-102,   Attachment  P." 

We  reviewed  the  major  compliance  areas  in  the  Alcohol  and 
Drug  Abuse  and  Mental  Health  Services  Block  Grant  (ADMS),  the 
Alcohol  Manpower  Grant,  the  Social  Security  Incentive  Grant,  the 
Alcohol  Formula  Grant,  and  the  Offender  Project  #3  Grant.  Areas 
reviewed   include: 

1.  eligibility  determination, 

2.  reporting   systems, 

3.  reimbursement  of  indirect  costs, 

4.  cost  allowability,   and 

5.  compliance  with   specific  grant  requirements. 

Federal  regulations  also  require  that  recipients  of  federal 
grants  maintain  a  financial  management  system  that  provides  accu- 
rate, current,  and  complete  disclosure  of  financial  results;  records 
that  identify  the  source  and  application  of  funds;  and  effective 
control  over  and  accountability  for  all   funds  and  property. 

The  department  did  not  fully  comply  with  these  regulations 
regarding  the  1982  Alcohol  and  Drug  Abuse  and  Mental  Health 
Services  (ADMS)  Block  Grant.  The  ADMS  block  grant  award  of 
$1,741,702  was  spent  by  the  department  in  fiscal  years  1982-83  and 
1983-84. 

Federal  regulations  for  the  ADMS  block  grant  require  that  "of 
the  amount  allotted  for  substance  abuse,  ($877,643  for  the  1982 
block  grant),  not  less  than  35  percent  must  be  used  for  alcohol 
activities,  not  less  than  35  percent  for  drug  abuse  activities,  and 
not    less    than     20   percent    for    prevention    and    early     intervention 


activities."  However,  the  department  could  not  provide  accounting 
records  that  demonstrate  it  complied  with  the  federal  requirement 
that  not  less  than  20  percent  be  spent  on  prevention  and  early 
intervention  activities  for  fiscal  year  1982-83.  Therefore,  we  were 
unable  to  determine  whether  the  department  complied  with  ADMS 
block  grant  allocation  requirements  described  above  for  fiscal  year 
1982-83.  The  department's  records  demonstrated  compliance  with 
this  requirement  for  fiscal  year  1983-8U. 

Except  for  the  item  of  noncompliance  noted  in  the  previous 
paragraph,  it  is  our  opinion  that  the  deficiencies  noted  did  not 
significantly  affect  the  successful  operation  of  the  programs  or  the 
allowability  of  costs  in  conformity  with  program  regulations. 
Nothing  came  to  our  attention  that  causes  us  to  believe  untested 
compliance  issues  are  not  in  accordance  with  applicable  laws  and 
regulations. 

RECOMMENDATION   #4 

WE  RECOMMEND  THE  DEPARTMENT  MAINTAIN  ACCOUNTING 
RECORDS  THAT  DEMONSTRATE  ALL  FEDERAL  FUNDS  WERE 
SPENT   IN   ACCORDANCE  WITH   FEDERAL  REGULATIONS. 


ACCOUNTING   PROCEDURES 

Federal  Revenue 

During  fiscal  years  1982-83  and  1983-8U  the  department  did 
not  recognize  revenue  equal  to  its  grant  expenditure.  Conse- 
quently, grant  revenue  is  understated  in  the  Special  Revenue 
Fund.  If  the  department  had  properly  accounted  for  its  federal 
grants  in  accordance  with  state  policy,  grant  revenues  should 
equal  grant  expenditures  in  the  Special  Revenue  Fund.  The 
department  personnel  were  unable  to  fully  explain  the  reasons  for 
the  discrepancy.  During  the  audit  we  noted  two  accounting  proce- 
dural errors  which  contributed  to  the  differences  between  the 
revenue  and  expenditure  amounts.  These  errors  are  discussed  in 
the  following  two  subsections. 


Revenue  Abatements 

The  department  improperly  closed  the  fund  balance  to  the 
deferred  revenue  account  in  several  federal  accounting  entities  by 
abating  current  year  revenue.  This  was  done  to  eliminate  the 
fund  balance  in  the  entities  as  required  by  state  accounting  policy. 
Before  eliminating  the  fund  balance  the  department  should  have 
analyzed  the  account  to  determine  how  the  fund  balance  was  created. 
We  performed  an  analysis  of  the  account  for  fiscal  year  1982-83 
that  indicated  the  fund  balance  was  caused  by  revenue  from  a 
prior  year  or  revenue  collected  by  the  various  institutions. 
Consequently,  the  department  should  have  abated  prior  year 
revenue  rather  than  current  year  revenue.  For  fiscal  year  1983-84, 
an  analysis  of  the  department's  accounts  indicated  it  should  have 
adjusted  revenue  at  the  individual  institutions  rather  than  on  its 
own  accounting  records.  These  errors  caused  revenue  on  the 
department's  financial  records  to  be  understated  by  $54,474  in 
fiscal  year  1982-83  and  $65,283  in  fiscal  year  1983-84.  If  the 
department  had  properly  analyzed  its  accounts  prior  to  closing  the 
fund  balance  to  the  deferred  revenue  account,  these  errors  should 
not  have  occurred. 

Accrued   Expenditures 

During  fiscal  year  1982-83  the  department  accrued  approxi- 
mately $75,000  in  federal  grant  expenditures  but  did  not  record 
the  related  revenue.  State  accounting  policy  requires  that  reim- 
bursable grant  expenditures  be  offset  by  accrued  revenue  even 
though  the  cash  reimbursement  has  not  been  received.  The  depart- 
ment should  have  recorded  revenue  in  an  amount  equal  to  accrued 
expenditures.  Because  the  department  did  not  accrue  revenue  for 
all  federal  grant  expenditures  as  required  by  state  accounting 
policy,  revenue  on  the  state's  financial  records  is  understated  by 
an  estimated   $75,000. 


RECOMMENDATION   #5 

WE  RECOMMEND  THE  DEPARTMENT  PROPERLY  RECORD 
FEDERAL  GRANT  REVENUES  IN  ACCORDANCE  WITH  STATE 
ACCOUNTING    POLICY. 


Resident  Accounts   Receivable  -   Estates 

The  department  maintains  accounts  receivable  records  for 
residents  of  state  institutions  who  do  not  have  the  ability  to  pay 
for  the  care  or  treatment  provided  in  state  institutions.  Some  of 
these  residents  have  estates  such  as  land  or  other  property, 
which,  in  accordance  with  state  law,  the  department  cannot  require 
the  resident  to  sell  in  order  to  pay  for  institutional  care.  How- 
ever, after  a  resident  dies  the  state  may  assert  a  claim  on  his 
estate  for  the  cost  of  institutional  care. 

The  department  should  record  accounts  receivable  for  claims 
which  it  expects  to  collect  from  the  estates  of  deceased  patients. 
A  department  official  estimated  that  $276,000  in  claims  on  deceased 
patient  estates  are  collectible.  In  accordance  with  state  accounting 
policy,  these  claims  should  have  been  recorded  on  the  state's 
financial  records  as  accounts  receivable,  revenue  and/or  deferred 
revenue. 

RECOMMENDATION    #6 

WE  RECOMMEND  THE  DEPARTMENT  PROPERLY  RECORD 
ACCOUNTS  RECEIVABLE  IN  ACCORDANCE  WITH  STATE 
ACCOUNTING   POLICY. 


ADMINISTERING   AGENCY 

The  Department  of  Institutions  requested  designation  as  the 
administering  agency  for  five  accounting  entities  that  are  also  used 
by  individual  institutions.  These  entities  are  used  to  account  for 
moneys  involved  in  the  patient  trust  account  lawsuit,  as  well  as 
moneys  received  for  canteens,  federal  boarder  improvement  and 
reimbursement  funds,   and   school   food   reimbursement.      Because  the 
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department  is  designated  the  administering  agency,  cash  in  the 
amount  of  $2,430,011  and  $174,758  was  transferred  from  the  indivi- 
dual institutions  to  the  department's  Non-Expendable  Trust  and 
Special   Revenue  Funds,    respectively,   at  fiscal  year-end   1983-84. 

The  transfers  were  made  in  accordance  with  the  policies 
incorporated  into  the  Statewide  Budgeting  and  Accounting  System 
by  the  Department  of  Administration's  Accounting  Division.  This 
policy  also  causes  fund  balance  to  be  understated  in  the  individual 
institution's   Non-Expendable  Trust  and   Special   Revenue  Funds. 

The  cash  received  by  individual  institutions  and  recorded  in 
the  accounting  entities  listed  above  should  only  be  recorded  on  the 
accounting  records  of  the  institutions  which  receive  the  money 
rather  than  on  the  accounting  records  of  the  department.  The 
cash  should  remain  on  the  individual  institution's  accounting  records 
since  the  cash  belongs  to  the  individual  institutions.  Because  the 
cash  is  recorded  on  the  department's  records  at  the  end  of  each 
fiscal  year,  the  department  must  reverse  the  entry  at  the  begin- 
ning of  each  fiscal  year  to  put  the  cash  back  on  each  institution's 
accounting   records. 

A  Department  of  Institutions  official  stated  the  department  is 
the  administering  agency  for  control  purposes  only.  The  depart- 
ment monitors  the  cash  balances  in  these  entities  to  ensure  patient 
trust  and  other  funds  are  properly  accounted  for  at  the  institu- 
tions. As  an  alternative,  the  department  should  consider  prepar- 
ing a  computer-generated  report  that  would  provide  it  with  the 
necessary  management  information  to  control  cash  at  individual 
institutions.  This  would  allow  the  department  to  manage  the 
institutions,  yet  allow  the  individual  institutions  to  properly 
account  for  their  financial   activities. 

RECOMMENDATION    #7 

WE  RECOMMEND  THE  DEPARTMENT  OF  INSTITUTIONS 
ENSURE  THAT  ITS  MANAGEMENT  INFORMATION  NEEDS  ARE 
MET  WHILE  MAINTAINING  THE  INTEGRITY  OF  INDIVIDUAL 
INSTITUTION'S   FINANCIAL   RECORDS. 
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FUND   CLASSIFICATIONS 

Two  of  the  department's  accounting  entities  are  recorded  in 
the  Agency  Fund,  which  may  be  contrary  to  state  accounting 
policy.  State  accounting  policy  requires  that  the  Agency  Fund  be 
used  only  to  account  for  assets  held  by  the  state  as  an  agent  for 
individuals,  private  organizations,  or  others.  One  of  the  account- 
ing entities  in  question  records  the  activity  of  a  contract  to  pro- 
vide more  than  $1  million  in  Medicaid  reimbursements  each  fiscal 
year  to  community  mental  health  centers.  The  other  entity  is  used 
to  account  for  donations  made  to  the  department  from  private 
sources.  A  criteria  for  judging  whether  activities  should  be 
accounted  for  in  the  Agency  Fund  is  the  amount  of  discretion  the 
department  can  exercise  on  what  moneys  are  to  be  spent,  and  how 
the  moneys  are  to  be  spent. 

The  Medicaid  reimbursements  contract  allows  the  department 
to  subcontract  services  with  licensed  community  mental  health 
centers.  Also  the  department  can  exercise  discretion  over  whether 
or  not  to  contract  with  a  specific  center.  The  Medicaid  contract 
requires  the  department,  in  some  instances,  to  support  the  pro- 
gram with  its  own  General  Fund  appropriation.  Because  the 
department  can  exercise  some  discretion  over  these  funds  and 
because  it  may  be  required  to  support  the  contract  with  its  General 
Fund  appropriation,  the  Medicaid  reimbursement  contract  may  more 
appropriately  be  accounted   for  in   the  Special   Revenue  Fund. 

The    department    should     reanalyze    its    Medicaid    contracts    to 
determine    whether    it    has    a    significant    amount    of    discretion    over 
these  Medicaid   funds.      Then   it   should   reconsider  whether  Medicaid 
should  be  accounted   for  in   the  Special   Revenue  Fund  or  the  Agency 
Fund. 

The  department  may  use  its  donated  moneys  to  offset  the  cost 
of  operating  its  Central  Office.  Also,  the  department  may  exercise 
discretion  over  how  to  use  its  donated  money.  Therefore,  we 
believe  the  donated  moneys  of  the  department  should  not  be  ac- 
counted  for   in   the  Agency   Fund. 
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State  accounting  policy  requires  that  proceeds  from  specific 
revenue  sources  that  are  legally  restricted  to  expenditure  for 
specified  purposes  should  be  accounted  for  in  the  Special  Revenue 
Fund.  Since  proceeds  recorded  for  donations  come  from  specific 
revenue  sources  and  are  legally  restricted  to  expenditure  for 
specified  purposes,  the  accounts  should  be  accounted  for  in  the 
Special   Revenue  Fund. 

RECOMMENDATION   #8 

WE   RECOMMEND   THE   DEPARTMENT: 

A.  RECORD  THE  FINANCIAL  ACTIVITY  FOR  DONATIONS 
IN  THE  SPECIAL  REVENUE  FUND  AS  REQUIRED  BY 
STATE  ACCOUNTING    POLICY. 

B.  CONSIDER  WHETHER  THE  FINANCIAL  ACTIVITY  FOR 
ITS  MEDICAID  CONTRACT  SHOULD  BE  RECORDED  IN 
THE  SPECIAL   REVENUE   FUND. 


STATE  COMPLIANCE 

We  have  examined  the  financial  schedules  of  the  Department  of 
Institutions  Central  Office  for  the  years  ended  June  30,  1983  and 
June  30,  1984,  and  have  issued  our  report  thereon  dated  August  17, 
1984.  Our  examination  was  made  in  accordance  with  generally 
accepted  governmental  auditing  standards  and,  accordingly,  in- 
cluded such  tests  of  the  accounting  records  and  such  other  audit- 
ing  procedures  as  we  considered   necessary   in  the  circumstances. 

The  Department  of  Institutions  Centra!  Office  complied  with 
the  terms  and  provisions  of  laws  and  regulations  for  the  trans- 
actions tested.  Nothing  came  to  our  attention  in  connection  with 
our  examination  that  caused  us  to  believe  that  the  Department  of 
institutions  Central  Office  was  not  in  compliance  with  the  terms 
and  provisions  of  laws  and  regulations  for  those  transactions  not 
tested. 
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INTERNAL  CONTROL 

We  have  examined  the  financial  schedules  of  the  Department  of 
Institutions  Central  Office  for  the  two  fiscal  years  ended  June  30, 
1983  and  1984.  We  issued  our  opinion  dated  August  17,  1984,  on 
the  financial  schedules  which  were  prepared  from  information 
recorded  on  the  Statewide  Budgeting  and  Accounting  System.  As 
part  of  our  examination,  we  made  a  study  and  evaluation  of  the 
control  systems  of  the  department.  Our  study  evaluated  the 
system  as  required  by  generally  accepted  governmental  auditing 
standards  for  financial-compliance  audits.  We  classified  the  con- 
trols  in  the  following  categories: 

1 .  cash   receipts  and   revenue; 

2.  payroll; 

3.  expenditures/payables;    and 

4.  plant,    property,   and  equipment. 

Our  study  included  the  control  categories  listed  above.  Through 
our  study,  we  determined  the  nature,  timing,  and  extent  of  our 
auditing  procedures.  We  applied  alternative  audit  tests  to  cash 
receipts  and  revenue  and  plant,  property,  and  equipment  because 
the  audit  could  be  performed  more  efficiently  by  expanding  sub- 
stantive audit  work.  We  did  not  evaluate  the  control  system  to  the 
extent  necessary  to  give  an  opinion  on  either  individual  segments 
or  the  system  as  a  whole. 

The  management  of  the  department  is  responsible  for  estab- 
lishing and  maintaining  a  system  of  accounting  control.  In  fulfill- 
ing this  responsibility,  estimates  and  judgments  by  management  are 
required  to  assess  the  expected  benefits  and  related  costs  of 
control  procedures.  The  objectives  of  a  system  are  to  provide 
management  with  reasonable  assurance  that:  1)  assets  are  safe- 
guarded against  loss  from  unauthorized  use  or  disposition;  2)  trans- 
actions are  executed  in  accordance  with  management's  authoriza- 
tion; and  3)  transactions  are  recorded  properly  to  permit  the 
preparation  of  financial  schedules  in  accordance  with  state  account- 
ing policies.  Inherent  limitations  in  any  system  of  controls  may 
cause   errors   or    irregularities    to    remain    undetected.      The   current 
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system  evaluation  should  not  be  used  to  project  to  future  periods 
since  the  procedures  may  become  inadequate  or  compliance  with 
them  may  deteriorate. 

The  limited  purpose  of  our  study  described  in  the  first 
paragraph  would  not  necessarily  disclose  all  material  weaknesses  in 
the  system.  Accordingly,  we  do  not  express  an  opinion  on  the 
system  of  controls  used  by  the  department.  However,  our  study 
disclosed  a  condition  that  indicates  an  internal  control  weakness. 
This  condition   relates  to  EDP  file  security   (page  6). 

This  condition  was  considered  in  determining  the  nature, 
timing,  and  extent  of  the  audit  tests  of  the  financial  schedules. 
This  report  on  internal  control  does  not  affect  our  opinion  on  the 
financial   schedules. 

The  preceding  four  paragraphs  are  intended  solely  for  the 
use  of  management  and  the  Legislature  and  should  not  be  used  for 
any  other  purpose.  This  restriction  as  to  use  is  not  intended  to 
limit  the  distribution  of  this  document  which,  upon  presentation  to 
the  Legislative  Audit  Committee,    is  a  matter  of  public   record. 

PRIOR  AUDIT    RECOMMENDATIONS 

We  performed  an  audit  of  the  department  for  the  two  fiscal 
years  ended  June  30,  1982.  The  report  contained  ten  recommenda- 
tions which  are  still  applicable  to  the  department's  operations. 
The  department  implemented  five,  partially  implemented  four,  and 
did  not  implement  one.  The  recommendation  which  was  not  imple- 
mented deals  with  maintaining  adequate  support  documentation  for 
service  fees,   as  discussed  on  page  4. 
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ROBERT  R.  RINGWOOD 
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SCOTT  A.  SEACAT 
PERFORMANCE  AUDITS 

STAFF  LEGAL  COUNSEL 

JOHN  W.  NORTHEY 


The   Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

VJe  have  examined  the  Schedule  of  Changes  in  Fund  Balance; 
the  Schedules  of  Revenue  and  Transfers  In  -  Estimate  and  Actual; 
the  Schedules  of  Program  Expenditures  and  Transfers  Out  by 
Fund  -  Budget  and  Actual;  the  Schedules  of  Program  Expenditures 
and  Transfers  Out  by  Object;  and  the  Schedule  of  Additions  and 
Deductions  to  Agency  Fund  Assets  of  the  various  funds  of  the 
Department  of  Institutions  Central  Office  (ICO)  for  each  of  the 
fiscal  years  ending  June  30,  1983  and  198U.  Our  examination  was 
made  in  accordance  with  generally  accepted  auditing  standards  and 
Standards  for  Audits  of  Governmental  Organizations,  Programs, 
Activities,  and  Functions  and,  accordingly,  included  such  tests  of 
the  accounting  records  and  such  other  auditing  procedures  as  we 
considered   necessary   in   the  circumstances. 

As  described  in  Note  1  to  the  financial  schedules,  the  office's 
financial  schedules  are  prepared  in  accordance  with  state  account- 
ing policy.  Accordingly,  the  accompanying  financial  schedules  are 
not  intended  to  present  financial  position  and  results  of  operations 
in  conformity  with  generally  accepted  accounting   principles. 

ICO  improperly  designated  itself  the  administering  agency  for 
certain  funds  that  should  be  accounted  for  at  the  individual  insti- 
tutions. Because  ICO  became  the  administering  agency.  Patient 
Trust  Account  Funds  were  automatically  transferred  from  individual 
institutions'  to  ICO's  Non-Expendable  Trust  Fund  during  fiscal 
years  1982-83  and  1983-84.  Canteen,  school  food  reimbursement, 
and  federal  boarder  reimbursement  and  improvement  funds  were 
also  transferred   to   ICO's   Special    Revenue   Fund   during    fiscal    year 


16 


1983-84.  Since  assets  and  liabilities  resulting  from  the  operation 
of  these  funds  belong  to  and  are  the  responsibility  of  the 
individual  institutions,  the  related  financial  activity  should  be 
recorded  at  the  individual  institutions.  The  related  misstatements 
are  described   in   Note  6  on   page  30. 

During  fiscal  years  1982-83  and  1983-84,  ICO  did  not  accrue 
or  defer  revenues  in  accordance  with  state  accounting  policy.  The 
resulting  misstatements  are  documented  on   Note  5  on   page  30. 

ICO  improperly  abated  revenue  in  the  Special  Revenue  Fund 
for  accounting  entities  that  it  administers  during  fiscal  years 
1982-83  and  1983-84.  This  error  understated  revenues,  ending 
fund  balance,  and  direct  entries  to  fund  balance  in  the  Special 
Revenue  Fund  by  $65,283,  $57,030  and  $8,253,  respectively  in 
fiscal  year  1983-84.  It  understated  revenue  and  fund  balance  in 
fiscal  year   1982-83   by   $54,474. 

in  our  opinion,  because  of  the  efforts  of  the  matter  discussed 
in  paragraph  three,  the  following  schedules  do  not  present  fairly, 
in  conformity  with  the  basis  of  accounting  described  in  Note  1 ,  the 
results  of  operations  of  such  funds  for  the  fiscal  years  ended 
June  30,  1983  and  1984,  of  the  Department  of  Institutions  Central 
Office: 

Schedule  Name  Fund  Fiscal  Year 

Schedule   of   Changes  Non-Expendable  Trust  1983,    1984 

in   Fund   Balance 

In  our  opinion,  except  for  the  effects  of  the  matters  dis- 
cussed in  paragraphs  four  and  five,  the  following  schedules  pre- 
sent fairly  the  results  of  operations  and  changes  in  fund  balance 
of  such  funds  of  the  Department  of  Institutions  for  each  of  the 
fiscal  years  ended  June  30,  1983  and  1984  in  conformity  with  the 
basis  of  accounting  described  in  Note  1  which,  except  for  the 
change,  with  which  we  concur,  in  the  classification  of  alcohol 
distributions  described  in  Note  7,  has  been  applied  on  a  consistent 
basis. 
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Schedule  Name 


Fund 


Fiscal  Year 


Schedule  of  Changes  in  Fund 
Balance 

Schedule  of  Revenue  and 
Transfers  In  -  Estimate  and 
Actual 


Special  Revenue    1983,  1984 


Special  Revenue    1983,  1984 


In  our  opinion,  the  schedules  listed  below  present  fairly  the 
results  of  operations  and  the  changes  in  fund  balance  of  such 
funds  of  the  Department  of  Institutions  for  each  of  the  fiscal  years 
ended  June  30,  1983  and  198^,  in  conformity  with  the  basis  of 
accounting  described  in  Note  1  which,  except  for  the  change,  with 
which  we  concur,  in  the  classification  of  alcohol  distributions 
described   in   Note  7,    has  been  applied  on  a  consistent  basis. 


Schedule  Name 

Schedule  of  Changes 
in  Fund  Balance 

Schedule  of  Revenue  and  Trans- 
fers In  -  Estimate  and  Actual 

Schedule  of  Program  Expend- 
itures and  Transfers  Out  by 
Fund  -  Budget  and  Actual 

Schedule  of  Program  Expend- 
itures and  Transfers  Out  by 
Object 

Schedule  of  Agency  Fund 
Additions  and  Deductions 


Fund 

General 
Internal  Service 

General 
Internal  Service 

General 

Special  Revenue 

Internal  Service 


Agency 


Fiscal  Year 

1983,  1984 

1983,  1984 

1983,  1984 

1983,  1984 

1983,  1984 

1983,  1984 

1983,  1984 

1983,  1984 


1983,  1984 


Our  examination  was  made  for  the  purpose  of  forming  an 
opinion  on  the  financial  schedules  referred  to  in  paragraph  one. 
The  accompanying  Schedule  of  Federal  Grant  Expenditures  is 
presented  for  additional  analysis  and  disclosure  purposes.  The 
schedule  has  been  subjected  to  the  tests  and  other  auditing  proce- 
dures  applied    in    the   examination    of   the    financial    schedules   above 
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and,     in    our    opinion,     is    fairly    stated    in    all    material    respects    in 
relation  to  the  financial   schedules  referred  to  in   paragraph  one. 

Respectfully  submitted, 

James   H.    Gillett,    CPA 
Deputy   Legislative  Auditor 


August   15,    1984 


Approved: 

Robert   R.    Ringwood 
Legislative  Auefitor 
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DEPARTMENT  OF  INSTITUTIONS  -  CENTRAL  OFFICE 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCE 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1983  AND  1984 


General  Fund 


Special 
Revenue  Fund 


Internal 
Service  Fund 


Non-Expendable 
Trust  Fund 


Fund  Balance  -  July  1,  1982 

ADDITIONS: 
Fiscal  Year  1983 
Revenue 

Cash  Transfers  In 
Prior  Year  Revenue 
Prior  Year  Revenue  Adjustments 
Support  From  State  of  Montana 
Fiscal  Year  1984 
Revenue 

Cash  Transfers  In 
Prior  Year  Revenue 
Prior  Year  Revenue  Adjustments 
Support  From  State  of  Montana 
Total  Additions 


-0- 


34,940 


(8,557) 
10,086,161 

26,521 


2,953 

9.911,642 

20,053,660 


$  223,612 


$2,103,069 
1.998,166 
(4,190) 
(2,994) 


2,550,822 
2,324,521 
144,129 
(144,601) 

8.968,922 


276 


$  36,000 
1.278 


$1,559,689 


75,916 


113.194 


$  469,072 


401,250 


870,322 


REDUCTIONS: 
Fiscal  Year  1983 
Expenditures 
Prior  Year  Expenditures 
Prior  Year  Expenditure  Adjustments 
Fiscal  Year  1984 
Expenditures 

Prior  Year  Expenditure  Adjustments 
Total  Reductions 

Other  Adjustments: 
Fiscal  Year  1983 

Direct  Entries  to  Fund  Balance  (Note  10) 
Fiscal  Year  1984 
Direct  Entries  to  Fund  Balance  (Note  10) 
Total  Other  Adjustments 

Fund  Balance  -  June  30,  1984 


10,072,879 

39,800 

9.953,832 
(12,716) 
20.053.795 


135 


135 


4.309,826 
20.312 
(24,366) 

4,532,792 

10,398 

8,848,962 


$     -0- 


82,930 
82,930 

$  426,502 


35,012 


33,552 


68,564 


$  44,906 


$2,430,011 


These  schedule  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System.   Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  28  through  32. 


20 


DEPARTMENT  OF  INSTITUTIONS  -  CENTRAL  OFFICE 

SCHEDULE  OF  REVENUE  AND  TRANSFERS  IN 

ESTIMATE  AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1984 


GENERAL  FUND 


Federal 


Grants, 
Gifts, 
Bequests 
and 


Sale  of 
Documents, 
Merchan- 
dise and   Total 


Reimbursements  Assistance  Donations  Property  Revenue 


Estimated  Revenue  $    -0- 

Actual  Revenue  26.521 

Collections 

Over(Under)  Estimate  $    26,521 


$     -0- 

26,521 

$ 26,521 


SPECIAL  REVENUE  FUND 

♦Estimated  Revenue 
Actual  Revenue 
Collections 


-0- 
(54.286) 


$  4,275,277   $2,981 
2,602,482   2,626 


Over(Under)  Estimate  $   (54.286)   $(1,672,795)  $  (355) 


$  4,278,258 
2,550,822 

$(1,727,436) 


INTERNAL  SERVICE  FUND 

Estimated  Revenue 
Actual  Revenue 

(Footnote  9) 
Collections 

Over(Under)  Estimate 


$  33,552   $ 


-0- 


33,522 


-0- 


$(33,552)  $    (33,552) 


*The  estimated  federal  assistance  revenue  includes  biennial  Revenue  estimates. 

There  were  no  transfers-in  recorded  during  fiscal  year  1983-84. 

These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System. 
Additional  Information  is  provided  in  the  notes  to  the  financial  schedules  on 
pages  28  through  32. 
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DEPARTMENT  OF  INSTITUTIONS  -  CENTRAL  OFFICE 
SCHEDULE  OF  REVENUE  AND  TRANSFERS  IN 
ESTIMATE  AND  ACTUAL 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1983 


Grants , 

Gifts,     Income 
Bequests   Collec- 
Federal      and       tions 
Reimbursements   Assistance   Donations  Transfers 


GENERAL  FUND 

Estimated  Revenue 

$ 

-0- 

Actual  Revenue 

34,940 

Collections  Over 

(Under)  Estimate 

$ 

34,940 

SPECIAL  REVENUE  FUND 

*Estimated  Revenue 

$ 

73,037 

$2,410,731 

$-0- 

Actual  Revenue 

4,722 

2,096,189 

2,158 

Collections  Over 

(Under)  Estimate 

$ 

(68,315) 

$  (314,542) 

$2,158 

Total 
Revenue 


$    -0- 
34,940 

$   34,940 


$2,483,768 
2.103,069 

$  (380,699) 


INTERNAL  SERVICE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$36,720 
36,000 


36,720 
36,000 


$   (720)  $ 


(720) 


*The  estimated  federal  assistance  revenue  includes  biennial  Revenue  Estimates. 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System. 
Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on 
pages  28  through  32. 
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DEPARTMENT  OF  INSTITUTIONS  -  CENTRAL  OFFICE 


SCHEDULE  OF 

PROGRAM  EXPENDITURES  AND  TRANSFERS  OUT  BY  FUND 

BUDGET 

AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE 

30,  1984 

Mental  Health 

Management 

Alcohol  & 

Women ' s 

Corrections 

&  Residential 

Services 

Drug  Abuse 

Correctional 

Medical 

Service 

Director 

Division 

Division 

Correction 

Program 

Budget 

Administration 

Total 

GENERAL  FUND 

Budget 

$335,646 

$977,269 

$   219,606 

$4,017,943 

$738,775 

$701,096 

$3,823,409 

$10,813,744 

Actual 

Personal  Services 

293,488 

659,030 

2,038,301 

408,792 

52,270 

23,662 

3,475,543 

Operating  Expenses 

41,548 

239,682 

1,351,108 

138,828 

530,528 

19,298 

2,320,992 

Equipment 

216 

57,391 

100,604 

3,714 

92 

162,017 

Grants 

219,592 
219,592 

3,775,688 
3,818,740 

— 

3,995,280 

Total 

335,252 

956,103 

3,490,013 

551,334 

582,798 

9,953,832 

Unspent  Budget  Authority 

$    394 

$  21,166 

$       14 

$  527,930 

$187,441 

$118,298 

$    4,669 

1 

859,912 

SPECIAL  REVENUE  FUND 

Budget 

$3,086,614 

$    6,826 

$1,596,105 

$ 

4,689,545 

Actual 

Personal  Services 

255,166 

144,116 

399,282 

Operating  Expenses 

100,642 

2,330 

35,140 

138,112 

Equipment 

8,125 

3,845 

2,000 

13,970 

Local  Assistance 

1,638,673 

1,638,673 

Grants 

1,049,420 
3,052,026 

1,293,334 
1,474,590 

— 

2,342,754 

Total 

6,175 

4,532,791 

Unspent  Budget  Authority 

$   34,588 

$      651 

$   121,515 

1 

156,754 

INTERNAL  SERVICE  FUND 

Budget 

$  33,552 

$ 

33,552 

Actual 

Personal  Services 

33,482 

33,482 

Operating  Expenses 

70 

70 

Total 

33,552 

33,552 

Unspent  Budget  Authority 

$  -0- 

1 

-0- 

ALL  FUNDS  TOTAL 

Budget 

$369,198 

$977,269 

$3,306,220 

$4,024,769 

$738,775 

$701,096 

$5,419,514 

$15,536,841 

Actual 

Personal  Services 

326,970 

659,030 

255,166 

2,038,301 

408,792 

52,270 

167,778 

3,908,307 

Operating  Expenses 

41,618 

239,682 

100,642 

1,353,438 

138,828 

530,528 

54,438 

2,459,174 

Equipment 

216 

57,391 

8,125 

104,449 

3,714 

2,092 

175,987 

Local  Assistance 

1,638,673 

1,638,673 

Grants 

1,269,012 
3,271,618 

5,069,022 
5,293,330 

r 

6,338,034 

Total 

368,804 

956,103 

3,496,188 

551,334 

582,798 

14,520,175 

Unspent  Budget  Authority 

$    394 

$  21,166 

$   34,602 

$   528,581 

$187,441 

$118,298 

$   126,184 

1 

1,016,666 

These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System.   Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  28  through  32. 
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DEPARTMENT  OF  INSTITUTIONS  -  CENTRAL  OFFICE 


SCHEDULE 

OF  PROGRAM  EXPENDITURES  AND 

TRANSFERS  OUT  BY 

FUND 

- 

BUDGET  AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED 

JUNE  30,  1983 

Mental  Health 

Management 

Montana 

Alcohol  & 

Women's 

&  Residential 

Services 

Drug 

Drug  Abuse 

Correctional 

Service 

Director 

D 

ivision 

Program 

Division 

Correction 

Program 

Administration 

TOTAL 

GENERAL  FUND 

Budget 

$412,803 

$ 

957,750 

$204,235 

$4: 

,181,224 

$765,379 

$4,386,286 

$10,907,677 

Actual 

Personal  Services 

309,152 

687,397 

60,458 

1; 

,967,898 

414,515 

161,448 

3,600,868 

Operating  Expenses 

59,238 

187,870 

11,608 

I.. 

,274,772 

203,414 

45,371 

1,782,273 

Equipment 

19,536 

23,131 

80,475 

4,148 

900 

128,190 

Grants 

130,114 
202,180 

3 

286,830 
,609,975 

4,144,603 
4,352,322 

— 

4,561,547 

Total 

387,926 

898,398 

622,077 

10,072,878 

Unspent  Budget  Author 

ity 

$  24,877 

$ 

59,352 

$  2,055 

$ 

571,249 

$143,302 

$   33,964 

1 

834,799 

SPECIAL  REVENUE  FUND 

Budget 

$ 

81,892 

$482,505 

$2,937,435 

$ 

64,740 

$1,280,766 

$ 

4,847,338 

Actual 

Personal  Services 

73,037 

40,880 

288,583 

95,604 

498,104 

Operating  Expenses 

8,855 

9,918 

86,745 

39,735 

113,981 

259,234 

Equipment 

2,811 

305 

3,116 

Grants 

399,752 

667,278 

1,053,288 

2,120,318 

Transfers 

1,429,055 
2,474,472 

— 

1,429,055 

Total 

81,892 

450,550 

40,040 

1,262,873 

4,309,827 

Unspent  Budget  Author 

ity 

$ 

-0- 

$  31,955 

$  462,963 

24,700 

$   17,893 

i 

537,511 

INTERNAL  SERVICE  FUND 

Budget 

$  36,720 

$ 

36,720 

Actual 

Personal  Services 

32,774 

32,774 

Operating  Expenses 

2,238 

2,238 

Total 

35,012 

35,012 

Unspent  Budget  Author 

ity 

$   1,708 

i 

1,708 

ALL  FUNDS  TOTAL 

Budget 

$449,523 

$1 

,039,642 

$686,740 

$2,937,435 

$4. 

,245,964 

$765,379 

$5,667,052 

$15,791,735 

Actual 

Personal  Services 

341,926 

760,434 

101,338 

288,583 

1, 

,967,898 

414,515 

257,052 

4,131,746 

Operating  Expenses 

61,476 

196,725 

21,526 

86,745 

1, 

,314,507 

203,414 

159,352 

2,043,745 

Equipment 

19,536 

23,131 

2,811 

80,780 

4,148 

900 

131,306 

Grants 

529,866 

667,278 

286,830 

5,197,891 

6,681,865 

Transfers 

1,429,055 
2,474,472 

— 

1,429,055 

Total 

422,938 

980,290 

652,730 

3. 

,650,015 

622,077 

5,615,195 

14,417,717 

Unspent  Budget  Author 

ity 

$  26,585 

$ 

59,352 

$  34,010 

$  462,963 

$ 

595,949 

$143,302 

$   51,857 

i 

1,374,018 

These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System, 
financial  schedules  on  pages  28  through  32, 


Additional  information  is  provided  in  the  notes  to  the 
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DEPARTMENT  OF  INSTITUTIONS  -  CENTRAL  OFFICE 

SCHEDULE  OF  PROGRAM  EXPENDITURES  AND  TRANSFERS  OUT  BY  OBJECT 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1984 


Director 


Management 
Services 
Division 


Alcohol   & 

Drug  Abuse 

Division 


Corrections 


Women' s 
Correctional 
Program 


Corrections 
Medical 
Budget 


Mental  Health 
&  Residential 

Services 
Administration 


Total 


PERSONAL  SERVICES 
Salaries 
Employee  Benefits 

Total  Personal  Services 


$277,950 

49.020 

326,970 


$547,215 
111.815 
659,030 


214,088 

41,078 

255,166 


$1,694,672 

343,629 

2.038.301 


$334,220 

74,572 

408,792 


$  44,882 

7.388 

52,270 


142,299 

25.479 

167,778 


$  3.255,326 

652,981 

3,908.307 


OPERATING  EXPENSES 
Contracted  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  &  Maintenance 
Other  Expenses 

Total  Operating  Expenses 


9,253 

154.278 

56,125 

688,370 

23,326 

4,583 

13,348 

5,180 

236,343 

49,711 

10,166 

26,872 

11,012 

112.301 

6,675 

5,292 

8,437 

14,659 

44,506 

4,471 

9,372 

28,708 

11,526 

181,006 
25,668 

10,381 
19,182 

1,030 

7,061 

1,250 

43,396 

4,270 

1,922 

978 

890 

21,848 

20,812 

41,618 

239,682 

100.642 

1,353,438 

138,828 

530,528 


530,528 


18,957 

1,480,837 

2,496 

311,661 

7,025 

174,051 

15,467 

92,832 

5,464 

246,457 

44,850 

2,442 

59.449 

2,587 

49,037 

54,438 

2,459,174 

EQUIPMENT 
Equipment 

Total  Equipment 


216 


216 


57,391 
57,391 


8,125 


8,125 


104.449 
104.449 


3,714 


3,714 


2,092 


2,092 


175,987 


175,987 


LOCAL  ASSISTANCE 
From  State  Sources 

Total  Local  Assistance 


1,638,673 
1,638,673 


1,638,673 
1,638,673 


GRANTS 
From  State  Sources 
From  Federal  Sources 
Total  Grants 


219,592 
1,049,420 
1,269,012 


3,775,688 
1,293,334 
5,069,022 


3,995,280 
2,342,754 
6,338,034 


TOTAL  PROGRAM  EXPENDITURES 


$368,804 


$956,103 


$3,271,618 


$3,496,188 


$551,334 


$582,798 


$5,293,330 


$14,520,175 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System, 
financial  schedules  on  pages  28  through  32. 


Additional  information  is  provided  in  the  notes  to  the 
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DEPARTMENT  OF  INSTITUTIONS  -  CENTRAL  OFFICE 

SCHEDULE  OF  PROGRAM  EXPENDITURES  AND  TRANSFERS  OUT  BY  OBJECT 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1983 


Mental  Health 


PERSONAL  SERVICES 
Salaries 
Hourly  Wages 
Employee  Benefits 

Total  Personal  Services 


Director 

Management 
Services 
Division 

$637,980 

122,454 
760,434 

Montana 
Drug  Program 

$  85,166 

16,172 
101,338 

Alcohol  & 

Drug  Abuse 

Division 

$   242,751 

45,832 
288,583 

Corrections 

$1,638,828 

329,070 
1,967,898 

Women ' s 
Correctional 
Program 

&  Residential 

Service 
Administration 

$   217,943 

57 

39,052 

257,052 

Total 

$306,929 

34,997 
341,926 

$340,321 

74,194 
414,515 

$  3,469,918 

57 

661,771 

4,131,746 

OPERATING  EXPENSES 
Contracted  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  &  Maintenance 
Other  Expenses 

Total  Operating  Expenses 


23,963 

107.004 

8,059 

40,584 

728,198 

81,752 

92,312 

1,081.872 

8,378 

15,764 

1,001 

4,750 

180,095 

52,106 

3,017 

265,111 

10,940 

26,065 

3,181 

11,786 

100,367 

5,197 

10,743 

168,279 

6,210 

11,678 

2,754 

16.136 

53,037 

4.719 

32,911 

127,445 

8,601 

29,426 

6,171 

11,924 

163,254 

9,283 

13,024 

241,683 

45 

20,055 

24,303 

44.403 

2,048 

4,099 

141 

1,094 

48,568 

3,908 

758 

60,616 

1,336 

2,689 

174 

471 

20,933 

22,146 

6,587 

54,336 

61,476 

196,725 

21,526 

86,745 

1,314,507 

203,414 

159,352 

2,043,745 

EQUIPMENT 
Equipment 

Total  Equipment 


19,536 
19,536 


23,131 
23,131 


2,811 


2,811 


80,780 


80.780 


4,148 


4,148 


900 


900 


131,306 


131,306 


GRANTS 
From  State  Sources 
From  Federal  Sources 
Total  Grants 


130,114 
399,752 
529,866 


348,661 
318,617 
667,278 


286,830 


286,830 


4,144,603 
1,053,288 
5,197,891 


4,910,208 
1,771,657 
6.681,865 


TRANSFERS 
Accounting  Entity  Transfers 
Total  Transfers 


1,429,055 
1,429,055 


1,429,055 
1,429,055 


TOTAL  PROGRAM  EXPENDITURES 


$422,938     $980,290     $652,730     $2,474,472    $3,650,015 


$622,077 


$5,615,195 


$14,417,717 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System, 
financial  schedules  on  pages  28  through  32. 


Additional  information  is  provided  in  the  notes  to  the 
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DEPARTMENT  OF  INSTITUTIONS  -  CENTRAL  OFFICE 
SCHEDULE  OF  ADDITIONS  AND  DEDUCTIONS  TO  AGENCY  FUND  ASSETS 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1984 


FUND  BALANCE,  JULY  1,  1982  $       40 

ADDITIONS: 

Budgeted  Receipts  1,076,077 

Budgeted  Receipt  Abatements  (4,145) 

Total  Additions  1  071  932 

DEDUCTIONS: 

Budgeted  Disbursements  1  094  339 

Total  Deductions  1  094  339 


FUND  BALANCE,  JUNE  30,  1983  (22,367) 

ADDITIONS: 

Budgeted  Receipts  1,334  927 

Budgeted  Receipt  Abatements  (4,966) 

Non-Budgeted  Receipts  5  559 

Non-Budgeted  Receipt  Abatements  (5,642) 

Prior  Year  Receipt  Adjustments  I33  291 

Total  Additions  r~463  TT9 

DEDUCTIONS: 

Budgeted  Disbursements  1,448  358 

Budgeted  Disbursement  Abatements  (20,157) 

Prior  Year  Disbursement  Adjustments  44,887 

Prior  Year  Disbursement  Adjustment  Abatements  (32,244) 

Direct  Entries  to  Fund  Balance  5,610 

Total  Deductions  1 ,446,454 

FUND  BALANCE,  JUNE  30,  1984  $    (5,642) 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Account- 
ing System.   Additional  Information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  28  through  32. 
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DEPARTMENT  OF   INSTITUTIONS 

NOTES   TO   THE   FINANCIAL  SCHEDULES 

FOR   THE   TWO   FISCAL  YEARS   ENDED  JUNE   30,    1984 


1.      SUMMARY   OF  SIGNIFICANT  ACCOUNTING    POLICIES 
Basis  of  Accounting 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting   which   is  described   in   the  Montana  Operations  Manual. 

Under  the  modified  accrual  basis  of  accounting,  a  valid  obli- 
gation exists  when  the  related  liability  is  incurred  except  for  the 
following  items  which  are  also  considered  valid  obligations  under 
state  accounting   policy. 


-If  the  appropriation  provided  funds  to  complete  a  given 
project,  the  entire  amount  of  a  service  contract  may  be 
accrued  even  though  the  services  are  rendered  in  fiscal  years 
subsequent  to  the  fiscal  year  in  which  the  expenditure  is 
accrued. 

-The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal 
year  in  which  budgeted. 

-Goods  ordered,  but  not  received  as  of  the  fiscal  year-end, 
may  be  accrued  if  the  purchase  order  was  issued  in  the  fiscal 
year   in   which   the  anticipated  expenditure  is  to  be  accrued. 


Basis  of  Presentation 

The  financial  schedules  were  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  (SBAS)  without  adjustments. 
Accounts  are  organized  on  the  basis  of  funds  according  to  state 
law.      The  following   fund  types  are  used  by  the  department: 


General  -  accounts  for  all  financial  resources  except  those 
required  to  be  accounted   for  in  another  fund. 

Special  Revenue  -  accounts  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to  expenditures 
for  specified  purposes.  Legislative  appropriations  are  re- 
quired  to  be  spent  from  this  fund  type. 
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Internal  Service  -  accounts  for  the  financing  of  management 
services  provided  by  ICO  to  the  Montana  State  Prison's 
Industries  operation  on  a  cost-reimbursement  basis. 

Non-Expendable  Trust  Fund  -  accounts  for  assets  held  in 
trust  Ey  the  department  Tor  others.  A  legislative  appro- 
priation  is  not  required   to  spend   from  these  funds. 

Agency  -  accounts  for  assets  held  as  an  agent  by  the  depart- 
ment  for  others.  The  major  item  accounted  for  in  these  funds 
are  Medicaid  moneys  distributed  to  regional  mental  health 
centers.  A  legislative  appropriation  is  not  required  to  spend 
from  these  funds. 


Vacation  and  Sick   Leave 

Employees  at  the  department  accumulate  both  vacation  and 
sick  leave.  Employees  are  paid  for  100  percent  of  unused  vacation 
and  25  percent  of  unused  sick  leave  credits  upon  termination. 
Accumulated  unpaid  liabilities  for  vacation  and  sick  leave  are  not 
reflected  in  the  financial  schedules  of  the  Department  of  Institu- 
tions Central  Office.  Expenditures  for  termination  pay  currently 
are  absorbed  in  the  annual  operational  costs  of  the  department. 
At  June  30,  198i»,  the  department  had  a  liability  of  $268,197  for 
vacation   leave  and  $140,369  for  sick  leave. 

2.  PENSION    PLAN 

Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS).  The  department's  contribution  to  this 
plan  was  $211,785  in  fiscal  year  1982-83  and  $208,546  in  fiscal  year 
1983-84. 

3.  GENERAL   FUND   BALANCE 

The  General  Fund  is  a  Statewide  Fund.  Agencies  do  not  have 
a  separate  General  Fund  since  their  only  authority  is  to  pay 
obligations  from  the  Statewide  General  Fund  as  long  as  they  stay 
within  their  appropriation  limits.  Thus,  on  an  agency  schedule, 
the  beginning  and  ending  fund  balance  will  always  be  zero  for  the 
General   Fund. 
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4.      GENERAL  FIXED  ASSETS 

The  department  records  assets  on  the  state's  Property  and 
Accountability  Management  System.  The  $1,841,091  general  fixed 
asset  balance  at  June  30,    1984,   consisted  of  the  following: 


Buildings 

Other  Improvements 
Equipment 
Total 


$  991,167 
161,364 
688,560 

$1,841,091 


The    $991,167    of    Buildings    includes    an    estimated    $203,000    for    the 
cost  of  the  department's  land. 

5.    REVENUE    RECOGNITION 

The  department  recorded  less  revenue  than  expenditures  in 
its  federal  grant  program.  According  to  state  accounting  policy, 
certain  grant  revenue  and  expenditures  should  be  equal  in  the 
Federal  Special  Revenue  Fund.  This  resulted  in  the  following 
Special   Revenue  Fund  over(under)statements. 


Federal  Assistance  Revenue 
Beginning  Fund  Balance 
Prior  Year  Items 
Direct  Entries  to  Fund  Balance 
Ending  Fund  Balance 


Fiscal  Year 
1982-83 

$(164,099) 
117,024 
(28,020) 

-0- 
(75,095) 


Fiscal  Year 
1983-84 

$  10,996 

(75,095) 

(10,996) 

75,095 

-0- 


6.      FINANCIAL  ACTIVITY 

During  fiscal  years  1982-83  and  1983-84,  cash  relating  to 
patient  trust,  canteen,  school  food  reimbursements,  and  federal 
boarder  reimbursement  and  improvement  funds  was  transferred 
from  individual  institutions  and  recorded  on  ICO's  accounting 
records.  The  individual  institutions  have  primary  responsibility 
for  the  cash;  therefore,  ICO  should  record  a  liability  for  the  cash 
rather  than  fund  balance.  This  resulted  in  the  following  over- 
statements on   ICO's  financial  schedules: 
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Fiscal  Year  Fiscal  Year 

1982-83  1983-84 


Non-Expendable  Non-Expendable  Special 

Trust   Fund  Trust   Fund  Revenue  Fund 

Cash  Transfers   In                     $      469,072  $      401,250  $174,758 

Beginning  Fund   Balance            1,559,689  2,028,761 

Ending  Fund   Balance                   2,028,761  2,430,011  174,758 


7.  RECORDING   DISTRIBUTIONS   TO  ALCOHOL   FUNDS 

There  was  a  sicinificant  change  in  state  accounting  policy 
regarding  which  expenditure  object  to  code  when  recording  dis- 
tributions of  alcohol  funds  to  counties.  In  accordance  with  state 
accounting  policy,  ICO  recorded  these  Special  Revenue  Fund 
distributions  as  Transfers  amounting  to  $1,429,055  during  fiscal 
year  1982-83  and  as  Local  Assistance  expenditures  amounting  to 
$1,638,673  during   fiscal   year   1983-84. 

8.  PENDING   LITIGATION 

The  Department  of  Institutions  is  a  defendant  in  a  class 
action  suit  instituted  by  patients  at  Montana  State  Hospital.  The 
suit  is  for  approximately  $2.3  million.  The  suit  alleges  that  insti- 
tutions lack  the  necessary  legal  authority  to  control  patients' 
money  and  to  deduct  reimbursement  charges  from  resident  accounts. 
The  outcome  of  this  suit   is  uncertain  at  the  date  of  this   report. 

The  department  is  a  defendant  in  litigation  involving  an 
insurance  company.  If  the  suit  succeeds  the  department  will  be 
liable  for  up  to  $254,000. 

9.  INTERNAL  SERVICE   FUND 

The  department's  Internal  Service  Fund  is  used  to  account  for 
only  the  salary  benefits  and  operating  expenses  of  the  prison 
industries  coordinator.  In  fiscal  year  1983-84  the  department  was 
designated  the  administering  agency  for  the  prison  industries 
Internal  Service  Fund.  As  the  administering  agency,  all  cash  and 
fund    balances    are    automatically    transferred    to    the    department's 
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accounting  records  at  fiscal  year-end.  Since  the  cash  of  the 
combined  fund  is  automatically  transferred  to  the  department's 
accounting  records  at  year-end,  the  department  does  not  record 
any  other  revenue  or  transfers  in  to  support  the  fund's  expendi- 
tures. Prior  to  being  designated  administering  agency,  the  de- 
partment received  a  transfer  of  funds  from  the  Montana  State 
Prison  to  pay  for  personal  services  and  operating  expenses  of  the 
fund. 

10.      DIRECT   ENTRIES   TO   FUND    BALANCE 

The  direct  entries  to  fund  balance  are  primarily  prior  period 
adjustments  to  correct  fund  balance  for  accounting  errors  which 
occurred  in  prior  years.  These  adjustments  were  recorded  to 
eliminate  the  fund  balance  in  federal  grant  accounts  and  record 
accounts  receivable  or  deferred   revenue. 

n.      PROGRAM  CHANCES 

The  Montana  Drug  Program  was  combined  with  the  Alcohol  and 
Drug  Abuse  Division  Program  at  the  beginning  of  fiscal  year 
1983-8U.  The  Corrections  Medical  Budget  Program  was  established 
at  ICO  at  the  beginning  of  fiscal  year  1983-84.  Prior  to  fiscal 
year  1983-84,  medical  expenses  were  budgeted  at  the  individual 
state  correctional   facilities. 
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DEPARTMENT  OF  INSTITUTIONS 

SCHEDULE  OF  FEDERAL  GRANT  EXPENDITURES 

FOR  THE  FISCAL  YEARS  ENDED  JUNE  30,  1983  AND  1984 


Grant  Agency  and  Grant  Name 

Board  of  Crime  Control 
Aftercare  Management  System 
BCC  81-65299 
Educational  Resource  Center 

Department  of  Justice 
Highway  Traffic  Safety 

Department  of  Labor  &  Industry 
Offender  Project  #3 

U.S.  Department  of  Health  and 
Human  Services 

Alcohol  and  Drug  Abuse  and 

Mental  Health  Services  Block 

Grants  for: 
Federal  Fiscal  Year  1982 
Federal  Fiscal  Year  1983 
Federal  Fiscal  Year  1984 

Alcohol  Formula 

Alcohol  Incentive 

Alcohol  Manpower 

Community  Support 
Project  Extension 

Drug  Prevention 

Manpower 

Social  Security  Incentive  1982 

Social  Security  Incentive  1983 

Social  Security  Incentive  1984 

STSP-83 

U.S.  Department  of  Justice 
Corrections  Letters 


Grant  Number 


Grant  Expenditures 
FY  1983     FY  1984 


80-65280 
81-65229 
81-65332 


3107 


82BLMTADMS-02 

83BLMTADMS-02 

84BLMTADMS-02 

OC-O8X3096O0B 

5H83AA000 10-06 

1123AA-07330-03-0351 

278-77-00-1 IMH 

5H81-DA-02225-02 

5123MH15382-04 


H81-DA-2340 


7,076  $ 

315 
-0- 


21,497 


26,311 


EN2 


21,853 


4,255 


-0- 
-0- 
3,845 


-0- 


-0- 


1.423,265 

130,527 

229,770 

1,728,136 

-0- 

716,906 

164,014 

-0- 

66,409 

-0- 

11,582 

-0- 

4,184 

1,988 

16,891 

-0- 

185,696 

-0- 

7,951 

-0- 

14,745 

4,915 

16,166 

-0- 


Total  Grants  and  Contracts  Expenditures 
In  the  Special  Revenue  Fund 

Non-Grant  and  Contract  Expenditures 
in  the  Special  Revenue  Fund  * 

Total  Special  Revenue  Fund  Expenditures 


2,205,814   2,602,483 

2,104.013   1,930,308 
$4,309,827   $4,532,791 


*  Consists  primarily  of  state  alcohol  funds  distributed  to  counties  and  Includes 
administrative  expenditures  of  grants  and  expenditures  of  donations  and  inter- 
est from  a  legacy  that  is  restricted  to  expenditure  as  specified. 
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AGENCY   RESPONSE 


DEPARTMENT  OF  INSTITUTIONS 


TED SCHWINDEN  GOVERNOR 


1539  11TH  AVENUE 


STATE  OF  MONTANA' 


<406)  449-3930 


HELENA.  MONTANA  59620 


February  22,    1985 


Legislative  Audit   Committee 
of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  MT     59620 

Gentlemen : 

We    have    reviewed    the    audit    report    prepared    by    the    Office    of   the 
Legislative  Auditor  in  the  Central  Office. 

The     report     provides     a     very     welcome     service     and     is     sincerely 
appreciated. 


Our  response  to  recommendations  is  attached. 

Sinccrelyj 


TTAKTIDTX  V.    SOUTH 
Director 


CVS:sd 
Attachment 
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ANIOIIAI    OPPOHIIINIIY  IMPI  OVER 


RECOMMENDATION   #1 

WE   RECOMMEND   THE   DEPARTMENT: 

A.  ESTABLISH   ANCILLARY   SERVICE  FEES   BASED  ON   THE  BUDGETED 
COST   OF   SERVICES   AS   REQUIRED  BY   STATE   LAW. 

B.  ESTABLISH   PROCEDURES   TO   ENSURE   APPROPRIATE   PERSONNEL 
ARE   AWARE   OF  MEDICAID   RATE   CHANGES. 

C.  MAINTAIN   ADEQUATE   SUPPORT   DOCUMENTATION   FOR   THE   SERVICE 
FEES   IT   CHARGES. 

RESPONSE: 

A.  CONCUR 

Comment:    This  cannot  be  implemented  until  the  Department's  new 
D.P.    system  is  operational  due  to  the  labor  intensive 
requirement.      The  Department  wide  target  date  will  be   1987 
fiscal  year. 

B.  CONCUR 

C.  CONCUR 

Comment:      There  are  approximately  six  services  tor  which  the 
Department  contacts  non  profit  organizaions  for  costs.      There 
will  be  a  file  maintained  documenting  organizations  contacted, 
date  and  cost  of  services. 

RECOMMENDATION  #2 

WE  RECOMMEND  THE  DEPARTMENT  REQUEST  MEDICAID  REIMBURSEMENT 
FOR  ALL  ELIGIBLE  RESIDENT  AT  THE  MONTANA  VETERANS'  HOME  IN 
ACCORDANCE  WITH   STATE  LAW. 

RESPONSE: 

A.       CONCUR 

Comment:      This  should  be  implemented  by  June  30,    1985 

RECOMMENDATION   #3 

WE     RECOMMEND     THE     DEPARTMENT     ESTABLISH     ENHANCED     SECURITY 

OVER   ITS   CONFIDENTIAL   DATA  FILES. 

RESPONSE 

CONCUR 

Comment:  The  Department  is  developing  its  own  data  processing 
information  system.  When  it  is  operational,  controls  wiU  be  in  place 
to  insure  security.      Access  will  be  limited  to  the  Department  only. 

RECOMMENDATION   #4 

WE  RECOMMEND  THE  DEPARTMENT  MAINTAIN  ACCOUNTING  RECORDS 
THAT  DEMONSTRATE  ALL  FEDERAL  FUNDS  WERE  SPENT  IN 
ACCORDANCE  WITH   FEDERAL  REGULATIONS. 
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RESPONSE 


CONCUR 

Comment:      As  stated  in  the  audit  report,   the  Department 
demonstrated  compliance  with  this  requirement  for  fiscal  year 
1983-1984  and  will  continue  to  comply  in  the  future. 


RECOMMENDATION  #5 

WE  RECOMMEND  THE  DEPARTMENT  PROPERLY  RECORD  FEDERAL  GRANT 
REVENUES  IN  ACCORDANCE  WITH  STATE  ACCOUNTING  POLICY. 

RESPONSE 

CONCUR 

Comment:      The  errors  occurred  at  fiscal  year  end;   it  is  the 
Department's  policy  to  record  revenues  in  accordance  with  the  state 
accounting  policy. 


RECOMMENDATION   #6 

WE      RECOMMEND      THE      DEPARTMENT      PROPERLY      RECORD      ACCOUNTS 

RECEIVABLE   IN   ACCORDANCE   WITH   STATE   ACCOUNTING   POLICY. 

RESPONSE: 

CONCUR 

Comment:     It  is  the  Department's  policy  to  record  accounts  receivable 

for  claims  it  expects  to  collect. 


RECOMMENDATION   #7 

WE  RECOMMEND  THE  DEPARTMENT  OF  INSTITUTIONS  ENSURE  THAT  ITS 
MANAGEMENT  INFORMATION  NEEDS  ARE  MET  WHILE  MAINTAINING  THE 
INTEGRITY   OF   INDIVIDUAL   INSTITUTIONS   FINANCIAL   RECORDS. 

RESPONSE 

CONCUR 

Comment:      The  Department  will  request  from  the  Department  of 

Administration  an  additional  3G  accounting  entities  to  accomplish  this 

and  the  Department  will  no  longer  be  the  administering  agency  for  the 

accounts. 


RECOMMENDATION  #8 

WE  RECOMMEND  THE  DEPARTMENT: 

A.  RECORD  THE  FINANCIAL  ACTIVITY  FOR  DONATIONS  IN  THE 
SPECIAL  REVENUE  FUND  AS  REQUIRED  BY  STATE  ACCOUNTING 
POLICY 

B.  CONSIDER  WHETHER  THE  FINANCIAL  ACTIVITY  FOR  ITS  MEDICAID 
CONTRACT  SHOULD  BE  RECORDED  IN  THE  SPECIAL  REVENUE 
FUND. 
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RESPONSE 

A.  CONCUR 

Comment:    The  Department  has  requested  authority  from  the 
legislature  to  record  and  expend  donated  funds  in  the  special 
revenue  fund. 

B.  The  Department  does  not  concur  that  the  medicaid  funds  should 
be  in  a  special  revenue  fund.      The  intent  of  the  Medicaid 
agreement  between  the  Department  of  Institutions  and  SRS  was 
that  the  Department  act  as  the  coordinator  between  the  Mental 
Health  Centers  and  SRS.      This  coordination  consists  of 
transmitting  the  monthly  Medicaid  billings  from  the  center  to  SRS 
and  subsequently  passing  the  funds  back  to  the  center  for  those 
services  that  were  approved  by  SRS. 

Please     see     attached     Memorandum     of     Understanding     between     the 
Departments. 
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Memo  of  Understanding 


FISCAL  EUa... J -SRS 


The  following  will  be  the  process  for  paying  the  ooimunilY  mental  health  centers  for 

^^dicaid  approved  claims. 


6. 


APPROVED 


The  Department  of  Institutions  will  establish  five  provider  numbers,  one  for 
each  of  the  Regional  Mental  Health  Centers. 

The  Mental  Health  Centers  will  prepare  Medicaid  claims  each  month  for 
services  provided  to  Medicaid  eligible  recipients  and  forward  these  claims 
to  the  Department  of  Institutions  for  processing  using  the  Department's 
provider  numbers. 

The  Department  of  Institutions  will  review  these  claims  along  with  the 
Mental  Health  Center's  monthly  billing  for  all  services  and  then  forvard 
the  claims  to  Dikewood. 

SRS  will  send  a  no-warrant  transfer  to  the  Department  of  Institutions  for 
the  total  dollar  amount  of  the  approved  Medicaid  eligible  claims  for  the 
Mental  Health  Centers. 

The  Department  of  Institutions  will  establish  a  federal  and  private  grant 
clearance  accounting  entity  (05000) .  The  dollar  amDunt  transferred  from 
SRS  will  be  deposited  into  this  account  and  then  disbursed  to  the  Mental 
Health  Centers  by  state  warrant. 

There  will  be  separate  responsibility  centers  established  to  account  for 
these  Medicaid  dollars.  The  Department  of  Institutions  will  provide  monthly 
SBAS  661  reports  to  SRS  for  these  responsibility  centers. 

SRS  has  $833,000  of  Medicaid  (federal  plus  state  match)  dollars  allocated 
for  payment  to  the  Mental  Health  Centers.  This  source  of  funding  will  be 
utilized  to  pay  for  the  approved  Mental  Health  Centers  Medicaid  eligible 
claims  first. 

If  the  Department's  (SRS)  Mental  Health  Centers  Medicaid  allocation  is 
depleted,  the  Department  (SRS)  will  send  only  the  federal  Medicaid  match 
to  pay  for  the  Mental  Health  Centers  approved  Medicaid  eligible  claims. 
The  state  natch  will  be  paid  by  the  Provider  (Department  of  Institutions) 
f ran  its  general  fund  appropriation.  The  Provider  (Departnoit  of 
Institutions)  agrees  to  hold  the  Department  (SRS)  harmless  from  any 
disputes  arising  regarding  the  general  fund  match.  The  Provider 
(Department  of  Institutions)  will  record  the  expenditure  of  the  general 
fund  match  in  an  individual  responsibility  center  and  report  monthly, 
the  state  match  to  the  Department  (SRS) . 


This  proc' 


V.   SOUnV'Director 
Department  of  Institutions 


U^2^€Z 


D.  lAFAVER,  Director 
Department  of  Social  and 
Rehabilitation  Services 
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